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REGULATIONS RELATING TO OPEN MAR-
KET OPERATIONS OF FEDERAL RESERVE
BANKS

§270.1 Authority.

This part is issued by the Federal
Open Market Committee (the ‘““‘Com-
mittee’’) pursuant to authority con-
ferred upon it by sections 12A and 14 of
the Federal Reserve Act (12 U.S.C. 263,
355).

§270.2 Definitions.

(a) The term obligations means Gov-
ernment securities, U.S. agency securi-
ties, bankers’ acceptances, bills of ex-
change, cable transfers, bonds, notes,
warrants, debentures, and other obliga-
tions that Federal Reserve banks are
authorized by law to purchase and sell.

(b) The term Government securities
means direct obligations of the United
States (i.e., U.S. bonds, notes, certifi-
cates of indebtedness, and Treasury
bills) and obligations fully guaranteed
as to principal and interest by the
United States.

(c) The term U.S. agency securities
means obligations that are direct obli-
gations of, or are fully guaranteed as
to principal and interest by, any agen-
cy of the United States.

(d) The term System Open Market Ac-
count means the obligations acquired
pursuant to authorizations and direc-
tives issued by the Committee and held
on behalf of all Federal Reserve banks.

§270.3 Governing principles.

As required by section 12A of the
Federal Reserve Act, the time, char-
acter, and volume of all purchases and
sales of obligations in the open market
by Federal Reserve banks are governed
with a view to accommodating com-
merce and business and with regard to
their bearing upon the general credit
situation of the country.

§270.4 Transactions in obligations.

(a) Each Federal Reserve bank shall
engage in open market operations
under section 14 of the Federal Reserve
Act only in accordance with this part
and with the authorizations and direc-
tives issued by the Committee from
time to time, and no Reserve bank
shall decline to engage in open market
operations as directed by the Com-
mittee.

(b) Transactions for the System Open
Market Account shall be executed by a
Federal Reserve bank selected by the
Committee. The participations of the
several Federal Reserve banks in such
account and in the profits and losses on
transactions for the account shall be
allocated in accordance with principles
determined by the Committee from
time to time.

(¢) In accordance with such limita-
tions, terms, and conditions as are pre-
scribed by law and in authorizations
and directives issued by the Com-
mittee, the Reserve bank selected by
the Committee is authorized and di-
rected—

(1) To buy and sell Government secu-
rities and U.S. agency securities in the
open market for the System Open Mar-
ket Account, and to exchange matur-
ing securities with the issuer;

(2) To buy and sell banker’s accept-
ances in the open market for its own
account;

(3) To buy Government securities,
U.S. agency securities, and banker’s
acceptances of the Kkinds described
above, under agreements for repur-
chase of such obligations, in the open
market for its own account; and

(4) To buy and sell foreign currencies
in the form of cable transfers in the
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